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Fund Facts

The Clime Smaller Companies Fund (“Fund’) is a
concentrated portfolio comprised of high-quality
businesses outside the ASX200 at the time of initial
investment. The Fund invests in niche leaders that
have superior business economics, strong balance
sheets and significant growth prospects, provided
they are attractively priced relative to our assessed
value.

Fund Benefits

The Fund provides exposure to a portfolio of high
quality smaller Australian companies. Companies
outside the ASX200 typically have limited research
coverage and the lower levels of liquidity prevent
large institutions from meaningful participation in
this market segment. This results in a structurally
inefficient market that creates an opportunity to
deliver strong risk-adjusted total returns.

Investor Suitability

The Fund is designed for investors who:
e are seeking strong risk-adjusted total returns by
investing in a portfolio of high quality smaller
Australian companies; and
e have a minimum of 5 years to invest.

Risk Management

The Fund is intended to be a high-risk investment.
Clime’s investment process seeks to mitigate risk by
acquiring a part share in a range of high quality
smaller companies whilst maintaining valuation
discipline. At all times, an allocation will be retained
in cash deposits in order to meet redemptions and
fund income distributions. The Fund may also
periodically hold market portfolio protection
instruments to hedge liquidity and market risk.

Will Riggall
Chief Investment Officer

Ronni Chalmers

Portfolio Manager
All Cap Australian Equities

Gareth Abernethy
Investment Analyst /

Head of Dealing

Hugo De Vries
Investment Analyst

Asset Allocation by Industry

Industry Weighting

Cash 1.2%
14.1%
12.8%
8.3%
7.3%
9.0%
10.2%
9.4%
9.9%
5.5%
4.2%
2.9%
5.3%

Asset Allocation by Market Cap

millions (M)

0-100M
8.2%

Software & Services
Energy

100-250 M Materials

20.9% Retailing

Commercial & Professional Services
Real Estate

Capital Goods

Health Care Equipment & Services

250-500 M
16.5% Diversified Financials

Technology Hardware & Equipment

Food Beverage & Tobacco

Consumer Services

Performance

Inception Inception

5Years
p.a. Total

1month 3 months 6 months 1Year 2Years 3 Years

Fund Net Return* (Wholesale)A 3.5% -0.5% -20.0% 3.0%

ASX Small Ords Accumulation 3.5% 0.2% -1.5% 0.8% -5.3% 5.9% 3.2%

Benchmark 3.8% 0.1% -2.3% -0.7% -2.4% 10.8% 8.3%

#Blended benchmark comprising 50% S&P/ASX Small Ordinaries Accumulation Index and 50% S&P/ASX Emerging Companies Accumulation Index.

Inception date: 24 April 2017

*Performance figures for more than 1 year are annualised.

*Net returns are after all fees, taxes, and costs

AThe returns shown above are reflective of the Wholesale class only. Returns for the Retail class will be lower due to the higher fees associated with this investor class.
Past results are not a reliable indicator of future performance and results.
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Top 5 Stock Holdings

Company ASX
Cettire Ltd. CTT
Mach7 Technologies Ltd. M7T
MMA Offshore Limited MRM
RPMGlobal Holdings Ltd RUL
Stanmore Resources Ltd SMR

Market Commentary

Despite central banks pushing rates higher, global
equities had a strong July supported by diminishing
risks of a US recession, strong labour markets and
resilient consumer spending. The ASX 200
Accumulation Index rose by 2.88% with all sectors
participating. In the US, major indexes were higher
across the board with European markets likewise
stronger.

Australian 10-year bonds were mostly flat closing
the month at around 4.0% on expectations
underlying inflation could be sticky. After trading
up as high as USDO0.69, the AUD ended July around
USDO0.675. Gold and oil were both stronger in the
month.

The US lifts rates despite better inflation numbers

Lower-than-expected inflation figures from the US
raised optimism that the US economy could avoid a
serious downturn. According to the National
Association for Business Economics (NABE) survey,
the odds of the US entering a recession in the next
12 months are 50% or less. The narrative of a soft
landing is gaining traction supported by ongoing
strength in the labour market and a pullback in
consumer prices.

July's Federal Reserve Bank meeting unfolded
largely as anticipated. Following the meeting, Chair
Powell acknowledged the positive June inflation
data but expressed concern about the potential for
inflation's decline to be halted by tight labour
markets and robust economic activity.

Meanwhile, the US reporting season continues to
deliver better results than forecast. At the time of
writing this report, around two-thirds of S&P 500
companies have reported earnings for Q2 2023
above analyst expectations bringing both the
number of companies reporting positive earnings
surprises and the magnitude of these earnings
surprises, above 10-year averages according to
Factset.

Global growth prospects

According to the International Monetary Fund’s (IMF) chief economist, Pierre-Olivier
Gourinchas, the risks of a crash landing for the global economy have receded and
prospects for higher growth have improved. The IMF forecast of 3% growth for the
global economy is 0.2% higher than the fund predicted three months ago. It follows
a stronger-than-expected first quarter but is a step down from last year’s 3.5% and
below historical averages.

Gourinchas acknowledged that the odds of a soft landing in the US had increased,
but was less optimistic about Germany’s economic prospects, forecasting a 0.3%
contraction this year. It maintained its call that China’s economy would grow by
5.2% in 2023. Debt distress across developing economies remains a top concern for
the IMF, despite emerging countries overall remaining resilient. Gourinchas added,
“We are nearing the peak of the hiking cycle, but we’re not quite there yet. We're
going to see central banks holding where they are until they are confident enough
that the economy is on the right track.” The IMF urged central banks to avoid any
“premature easing”.

China posts a mixed report card

China’s GDP grew by 0.8% in the second quarter compared with the previous three
months. It expanded by 6.3% over the same quarter last year, when lockdowns were
in force, and numerous cities were closed down.

Slower retail sales and weaker GDP growth suggest potential headwinds, while the
property sector's ongoing weakness is still cause for concern. Despite the gloom,
most analysts still expect China’s economy to grow about 5% for the year, which
means China will still drive the global economy. But hopes rest on the Politburo
doing more to stimulate the economy. If that happens, we could anticipate a boost
in commodity prices which would be welcomed on the ASX.

The RBA keeps rates on hold

In Australia, the latest jobs data revealed another month of strong labour market
conditions. The unemployment rate remains very low despite rapidly rising interest
rates and a slowdown in consumer spending.

Following a pause in July, the RBA decided to keep the cash rate steady at 4.10% in
August as it observed that previous rate hikes had begun to cool demand. Despite
maintaining a tightening bias, the RBA's messaging leaned towards a dovish stance,
highlighting the advantages of allowing "further time" to assess the delayed effects
of rate increases and continuously evaluating potential risks.

Outlook

The second half of 2023 may present fewer negative surprises than the first half, with
global central banks moving towards a pause on rates, bank stress stabilising, and
signs of US-China tensions cooling. Yet the robust performance by global share
markets in the first half may already reflect expectations of the end of rate rises and
an economic soft landing. Following a series of strong months for global share
markets, many stocks are starting to look “overbought” and are trading on
demanding multiples.

Portfolio Commentary

Market backdrop

It was a strong month for the Small Ordinaries Index which returned +3.51%,
outperforming the ASX200 result of +2.88% for July. Market sentiment was helped
by the July RBA pause, as well as easing inflation prints with June quarter CPI
landing below expectations at +0.8% quarter on quarter and 6% year-on-year.

Weaker June retail sales compared to the month prior confirmed ongoing consumer
weakness, however the jobs market remains robust with unemployment decling
further.

We learned during the month that Michelle Bullock would replace Phillip Lowe as the
Reserve Bank of Australia Governor, and that a swathe of administrative changes to
the RBA board that will take place.
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Portfolio Commentary

Key Themes

Negative Chinese economic data:

- Second quarter GDP result of +6.3% year-on-year versus consensus estimates of +7.1%. In response there have been Chinese Politburo
stimulus talks which has seen resources rally. We remain bullish on copper.

- Lithium names were weaker with the Guangzhou lithium futures showing volatility.

- Despite weaker consumer sentiment, both Travel and Automotive names were strong in July. VFACTS data saw June new vehicle sales up
+25%.

- House prices remain robust domestically.

Looking Forward

With the RBA holding rates in August, the rates outlook will remain key for market sentiment, as inflation calms and investors start to focus
on potential rate cuts in 2024.

The August reporting season is now upon us, and while we are cautious given weak consumer sentiment, we are confident in the names held
within the portfolio. We have an extensive ‘bench’ of potential investments we will be paying close attention to, and a cash buffer to seize
any opportunities, should they present.

It is shaping up to be a very eventful reporting period, and it will become clear which management teams have been able to navigate
inflationary pressures, high labour costs, high finance costs, combined with slowing consumption and the general macro backdrop. As a
result, market expectations are more subdued this time around, with consensus estimates just +2.0% year-on-year earnings per share (EPS)
growth, and +6.2% growth in revenues. For context, the last two financial year expectations were closer to +20% growth in EPS on account of
cycling the COVID induced trough.

Portfolio Commentary

- . Portfolio
Positive Attributors Comment
Return
July was an eventful month for M7T which kicked off with a record contract win with the US Veteran Affairs on
July 1. We did not have this contract in our numbers, nor did the market, which sent the share price sharply
Mach7 Technologies higher. The group announced another small contract mid month, which was followed by their Q4 cash flow

0,
Ltd (M7T) 33.1% report on 31 July. Unfortunately, due to a short timing delay of a receipt, operating cash flow came in slightly

negative, and some investors took profits. We believe the slight miss due to timing was not significant to the
long term story. Despite this, the stock closed 33% higher for the month.

MRM upgraded its FY23 earnings before income tax, depreciation and amortisation guidance to $66-68 million,
which was ahead of consensus expectations of $59.1 million. Vessel utilisation for the full year improved from

13.5% 73% in FY22 to 80% in FY23, helped by a better than anticipated second half. A positive trading update like this
was not a suprise to us, given ongoing positive commentary from global peers. We expect MRM should now be
net cash, and we are eagerly awaiting its plans for capital management.

MMA Offshore
Limited (MRM)

RUL provided a positive trading update in mid-July, with software sales increasing more than 25% on the
previous year. FY23 earnings before income tax, depreciation and amortisation of $15 million exceeded

10.5% previous guidance with the group achieving this while keeping the cost base of the business broadly flat. This
is evidence of an operating inflection point in our view. With $34.7 million cash on hand and no debt,
management have advised they will continue buying back stock.

RPMGlobal Holdings
Ltd (RUL)
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Portfolio Commentary

Portfolio
Return

Comment

STG unfortunately continues to see selling pressure, despite no news or updates from the company. Our
Straker Translations 14.9% enquiries into the trading in the market have led us to believe there is a motivated single seller in New Zealand
Ltd. (STG) I who is selling after a change in control of the shares. We remain confident once this volume is dealt with that

the company should see a recovery in its share price.

CXO had a tough June quarter with lower production volumes and higher capital expenditure outlook relative
Core Lithium Ltd 28.9% to market expectations. The company continues to focus on improving its processing plant performance and
(CX0) 4SO bringing the BP33 mine online. We continue to see value in the lithium sector given the lack of global supply

for the critical metal.

PPS provided an operational update during the month, revealing its flows were weaker than market
expectations. This unfortunately follows a trend of recent updates from Praemium into its assets under

Praemium Ltd (PPS) -17.0% management growth, which suggests it may be falling behind the relative growth rates of competitors
Netwealth and HUB24. Cash levels at PowerWrap were also a bit disappointing, suggesting more clients may
be holding cash in accounts off platform.
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All statistics referenced are sourced from the named Company’s ASX announcements or share prices unless otherwise stated.

Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298), AFSL 240975, is the Responsible Entity for the Clime Smaller Companies Fund (ARSN: 633 254 654). Equity Trustees is a subsidiary of EQT
Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT).

This publication has been prepared by Clime Asset Management Pty Limited ABN 72 098 420 770, AFSL 221146, to provide you with general information only. In preparing this report, we did not take into
account the investment objectives, financial situation or particular needs of any particular person. It is not intended to take the place of professional advice and you should not take action on specific
issues in reliance on this information. Neither Clime Asset Management Pty Ltd, Equity Trustees nor any of its related parties, their employees or directors, provide any warranty of accuracy or reliability in
relation to such information or accepts any liability to any person who relies on it. Past performance should not be taken as an indicator of future performance. You should obtain a copy of the Product
Disclosure Statement before making a decision about whether to invest in this product.

Clime Smaller Companies Fund's Target Market Determination is available here. A Target Market Determination describes who this financial product is likely to be appropriate for (i.e. the target market),
and any conditions around how the product can be distributed to investors. It also describes the events or circumstances where the Target Market Determination for this financial product may need to be
reviewed.
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